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Foreign-Controlled Domestic Corporations,1992

by James R. Hobbs

or 1992, the 49,943 domestic corporatrons each
“controlled” by a “foreign person” generated

$1.2 trillion of total receipts and reported total
assets amounting to $1.9 trillion. These corporations, 1.3
percent of the U.S. total, accounted for 10.1 percent of the
receipts and 9.4 percent of the assets reported on U.S.
corporation income tax returns. They also represented 7.0
percent of the total income tax after credits reported by all
corporations.

During the 1985-1992 period, foreign-controlled do-
mestic corporations (FCDC’s) accounted for an increas-
ingly larger percentage of the receipts reported by all
corporations, and, in particular, the receipts of companies
classified in three industrial groups: wholesale trade; -
manufacturing; and finance, insurance, and real estate
(Figure A). The percentage of all companies accounted
for by FCDC’s in regard to total assets also significantly
increased over this time period, from 5.1 percent for 1985
to a high of 9.6 percent for 1991, and then dropped to 9.4

| percent for 1992, while-the percentage of total returns |~

 filed by FCDC’s remained relatively stable, ranging
between 1.1 and 1.3 percent for each of the 8 years. .

.The net income (less deﬁcrt) reported by FCDC's for

tax purposes under the Internal Revenue Code was a _

—~positive-$5:7-billion for-1992:~This was a substantial —
reversal of the downward trend over the previous 4 years.
For 1991, FCDC net income (less deficit) was a negative
$4.9 billion. FCDC net
income (less deficit) for
1988, 1989, and 1990 was
_positive, but with decreas-
ing amounts, $11.2, $8.3,
and $4.0 billion, respec- -
tively. By comparison,
the net income (less
deficit) reported on all
corporation income tax
returns increased from $344.9 billion for 1991 to $402.0
billion for 1992. This was also a reversal of the down-
ward trend of the previous 4 years. Total corporate net
income (less deficit) was $413.0 billion for 1988, $389.0
billion for 1989, and $370.6 billion for 1990.

Of all the FCDC'’s, 19,304 reported (positive) net
income for 1992, totaling $32.0 billion, a 25.0 percent
increase over the $25.6 billion of net income for 1991,
Furthermore, deficits by FCDC’s decreased 13.4 percent
from $30.5 billion for 1991 to $26.4 billion for 1992. The
profitable companies for 1992 also reported $24.1 billion

- Profits rose to $5.7 billion
“for 1992, reversing the
" downward trend of the 4
previous years. U.S.

- mcome tax after credits
"was $7.1 billion, 16.6
percent more than 1991.
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of taxable income after statutory special deductions (i.e.,

“income subject to tax” shown in the statistics), 19.7
percent higher than their taxable income for 1991. The
tax liability (i.e., “total income tax after credits™) of
FCDC’s was $7.1 billion, 16.6 percent greater than that
for 1991.

Direct Foreign Investment in the United States
Direct foreign investment in the United States can take
several forms, including corporations, partnerships, and
even joint ventures. Under these forms of direct invest-
ment, the foreign investor has sufficient equity in the
enterprise to control and participate in managing its
operations [1]. In regard to corporations, a foreign
investor can either gain control of an existing U.S.
company, create a new company incorporated in the -
United States, or operate in the United States through a

_branch of a foreign corporation.

There are several factors ihvolved in the decrsron ofa

either a domestic or forelgn corporation [2]. This article

. -focuses on domesuc corporations that are controlled by a

ol forelgn person Control is genera]ly herein defined as

ownership by any forergn person (i.e., an individual,
partnership, corporation, €state, or trust); directly or
indirectly, of 50 percent or more of a U.S. corporation’s
voting stock at the end of the tax year. (This is discussed
in greater depth in the Data Sources and Limitations
section. Also, a description of “foreign persons” and an
explanation of the rules of attribution are given in the
Explanation of Selected Terms section.) There will be a
separate tabulation in Statistics of Income—1992, Corpo-
ration Income Tax Returns (planned for publication in the
Fall of 1995), covering branch operations of foreign
corporations with income “effectrvely connected” with a
U.S. trade or business. : -
This article contains two basic tables that show key .
balance sheet, income statement, and tax items. The 1992

" FCDC data are categorized by selected industrial group-

ings, size of total assets, and selected countries.

Forelgn-controlled Domestic Gorporations

Growth of Corporations

Direct foreign investment in the United States through
foreign-controlled domestic corporations grew steadily
and substantially during the 1985-1992 period. Total
receipts of FCDC’s grew from $513.8 billion for 1985 to
$1,185.0 billion for 1992, a 130.6 percent increase using
current dollars. In comparison, total receipts reported on
all U.S. corporation income tax returns grew from $8.4
trillion-for 1985-to $11.7 trillion for 1992, a 39.3 percent
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increase {3]. As a result of the rapid growth rate of
FCDC'’s, their share of the receipts reported on all
corporate returns increased from 6.1 percent for 1985 to
10.1 percent for 1992. For 1991, the percentage was 10.0.

The growth of FCDC’s can also be measured from the
early 1970’s, when a question concerning foreign owner-
ship of companies was first placed on Form 1120, U.S.
Corporation Income Tax Return. For 1971, these compa-
nies reported $39.2 billion of total receipts, just 2.1 per-
cent of the $1.9 trillion reported for all corporations. By
1992, this percentage had grown substantially. In addi-
tion, FCDC’s reported $1.1 billion of net income (less
deficit) for 1971, 2.8 percent of their receipts. For 1992,
this percentage had decreased substantially, to 0.5 percent
of receipts.

The growth of FCDC’s can be viewed more specifically
on an industrial basis. The three most significant indus-
trial sectors for FCDC’s have been manufacturing; whole-
sale trade; and finance, insurance, and real estate. Using
total receipts as the measure, the growth of FCDC’s as a
percentage of all corporations for these three sectors, and

for all FCDC'’s, is shown in Figure A. FCDC’s in all three
groups made significant increases over the 1985-1992
period.

There were an estimated 49,943 returns of foreign-
controlled domestic corporaiions for 1992, an increase
over the numbers for 1991 (48,247), 1990 (44,113), 1989
(44,840), and 1988 (46,298). (FCDC'’s, like most other
corporations, could file consolidated returns for affiliated
groups of domestic corporations. To the extent that they
did, the data included in this article actually represent
more companies than the stated number of returns.)
Returns of FCDC’s comprised a rather constant percent-
age of all U.S. corporation income tax returns, between
1.1 and 1.3 percent for each year between 1985 and 1992.
This is in contrast to the rising percentage of receipts over
this period.

industry Characteristics

Foreign-controlled domestic corporations were involved
in every type of industrial activity, but, based on number
of returns, were concentrated in four industrial groupings:

e |

Foreign-Controlled Domestic Corporations as a Percentage of All Corporations, Based on Total

Receipts, Tax Year 1985-1992
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" (1) finance, insurance, and real estate:(14,859 returns); (2)

wholesale trade (12,053 returns); (3) services (6,474
returns); and (4) manufacturing (5,573 returns). For 1992,
these four groupings accounted for 78 percent of all returns
filed by domestic corporations controlled by a foreign - *
person. (In general, data are presented only for broad -
industrial classifications; they do not focus 6n more”
specific industrial subgroups underlying these broad *
classifications. 'The Data Sources and Limitations sectlon
discusses how returns are classified by 1ndustry )

While the services industrial division compnsed a sub-
staiitial number of the total réturns filed by FCDC’s, these
companies tend to have small amounts of receipts and
assets when compared to companies in the other three
groupings. For this reason, most of the rernaining.disc'u_s-
sion on industry characteristics will focus on companies '
classified in finance, insurance, and real estate; wholesale
trade; and manufacturmg - - :

Baséd on assets, two industrial sectors dommated the -
total for FCDC’s for 1992. Finance, insurance, and real

~ estate and manufacturing accounted for $845 billion and

$600 billion of total assets, respectively, or 77 percent'of
the $1,883 billion of assets for all FCDC’s. “Thesetwo
sectors made up a similar portion of the total assets re-"
ported on returns of other corporations. In this’ respect
~FCDC’s ¢losely mirrored other corporations. Y

Alternatively, using total receipts as the cntenon, whole- '

sale trade'and manufacturing continued to be the two -
primary industrial categories for FCDC’s for 1992. Manu-
facturers reported $485 billion of receipts; while wholesal-
ers reported $393 billion. These two groups accou_nted for
74 percent of the $1,185 billion of total receipts for all"’ B
FCDC'’s. -This percentage was substantrally higher than'the
comparable one for other corporatlons that ﬁled us.
corporation incomé tax returnsi* ‘- - et

Companies classified in different industries often have
different financial characteristics. For instance, the.com:.
parative levels of total assets and total recelpts of compa-
nies primarily engaged in wholesale trade activities and
those primarily engaged in finarice, i 1nsurance, and real
estate activities dlffered significantly. FCDC wholesalers
produced large amounts of receipts’ wrth relatlvely small
amounts of assets, resultmg in $1.87 of receipts | for each
dollar of assets for 1992. Compames classified in ﬁnance
insurance, and real estate reported large amounts of assets
but: relanvely small amounts of “receipts. These FCDC’s
produced only $.13 of receipts for each dollar of assets.
Other corporations in ‘these two 1ndustr1al categones had
similar characteristics.

Even though forelgn-controlled domestlc corporatlons :
accounted for just one-tenth of the $11.7 trillion of total
receipts reported by all companies filing U.S. income tax

, Foreign—Controlled Domestic Corporations, 1.992'; R

Foreign-controlled whole-
salers accounted for 24
percent of the receipts
reported by all U. S. whole-

returns for 1992, these
companies played
disproportionately
large roles in certain
industrial groups. For
instance, FCDC'’s -
‘comprised approxi-
mately one-quarter of
the total receipts
reported for mining
(27. 9 pércent) and wholesale trade (23. 7 percent) FCDC’s
also accounted for 12.9 percent of the receipts reported by
all manufactunng companies. Conversely, FCDC involve-

saler corporations; foreign-
controlled manufacturers
accounted for 13 percent of
the receipts of all U. S.
manufacturing corporations.

" ment in the agriculture, forestry; and fishing; constructron,

transportation and public utilities; retail trade; services; ‘and

finance; insurance, and real estate industrial divisions was

relatlvely low for 1992, accounting for only 1.7, 2.3, 24,

: 40, 5.8,'and 6.0 percent, réspectively, of the receipts for

all companies classified:in these categories. 4
. While' FCQC,s,accounted for 27.9. percent of the. receipts —

for all'mining; compames for,1992, up sharply from 17.4

percent for’ 1991 they are’ not a major focus of this article.

'In,comparison'to’ the three 'ndustnal groupmgs shown in -

- Tables 1-and 2, numng accounted for only 2.5 percent of »

the total FCDC returns for 1992 25 percent of. the total____ |

“FCDC a assets, and 2.7 percént of the’ total FCDC receipts.

Statistics classified by mdustry do have certain limita-
tions, which are d1scussed more thoroughly in the Data
Sources and Lmutatlons section, below. However, a brief
pomt ‘should be mentioned here. FCDC’s accounted for.
23.7 percent of the recerpts of all companies classified as -
wholesalers: Thrs _percentage may be subject to certain
llmrtatlons For example certain U.S: companies (not
forelgn controlled) and their subsidiaries may. have been
involved in both the manufacturmg and wholesahng of
product_s_ and reported tax 1nformat10n for these actxvmes
ona smgle (consolrdated) incomé tax return, which was’
class1ﬁed under manufacturmg, rather than trade. Con-

! versely, many domestic companies controlled by foreign
 corporations acted as wholesalers in the United States for

products | manufactured overseas by their parent or other
related, compames These domestlc companies would

| have been classified in the wholesale trade mdustnal .
_ groupmg :

Goumry characterlstlcs C

Domestic corporanons are controlled by * person's

~ throughout the world. However, for 1992, owners from 13 .

countnes controlled two—thlrds of the 49,943 domestic -

. corporations classified as 50 percent-or-more controlled by

a forergn person (see Table 2).. (The countries represent

the geographxc location of the dlrect forengn owner’s place
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of residence in the case of individuals, and place of |

incorporation, organization, creation, or administration in
the case of other persons. Because holding companies
located in a country different from that of the ultimate
owner may directly own the stock of U.S. affiliates, the
country reported on the tax return may not necessarily
reflect the country of the ultimate owner. No data on the
extent of this potential limitation are available.) The
32,917 corporations controlled by persons from these 13
countries accounted for more than 90 percent of the most
significant financial items (such as, total assets, total
receipts, and total income tax after credits) for all
FCDC’s.

Domestic corporations controlied by Japanese persons

had assets of $521 billion and total receipts of $332 billion

for 1992, amounts easily
larger than those represent-
ing any other country.
These assets and receipts
each represented about 28
percent of the totals for all
FCDC’s. (Companies
controlled by Japanese
persons also accounted for
the largest amount of
assets and receipts for the
1983-1991 period.) Finance, insurance, and real estate
companies accounted for $289 billion, 56 percent, of the
Japanese-controlled assets. Nearly $226 billion, 68
percent, of the Japanese receipts were produced by whole-
sale trade companies.

Although Japanese-controlled domestic corporations
accounted for the largest part of the assets and receipts
reported by all FCDC'’s, they did not file the largest
number of returns for 1992, nor did they report the highest
amount of total income tax after credits for that year.
Canadian-controlled domestic corporations filed the most
returns, 9,149; Japanese-controlled domestic corporations
were second with 6,431, and United Kingdom-controlled
domestic corporations were third with 4,428. The U.K.-
controlled companies reported the largest amount of total
income taxes after credits ($2.0 billion), with Japanese-
controlled companies second ($1.2 billion), and Nether-
lands-controlled companies third ($0.9 billion).

Domestic corporations controlled by persons in the
United Kingdom accounted for the second largest amount
($194 billion) of receipts for 1992, as well as the second
largest for the 1983-1991 period as a whole. These
receipts represented over 16 percent of the 1992 receipts
for all FCDC’s. Most of the U K. receipts, totaling $101
billion, were produced by manufacturers.

Corporations controiled
by a Japanese "person”
comprised 28 percent of
all foreign-controlled
domestic corporation

receipts; 68 percent of
the receipts of Japanese-
controlled corporations
were from wholesalers.

For 1992, Japanese-controlled domestic corporations
reported an overall net deficit of $4.2 billion, while U.K.-
controlled companies reported (positive) net income
totaling $5.3 billion. There are many factors which may
have caused this large difference in “profits.” Although
these causal factors are beyond the scope of this article, it
is noteworthy to look at the reported profits and losses on
a country/industry basis. In the manufacturing industrial
division, there were very large differences between the
two countries. Japanese-controlled corporations reported
a net deficit of $1.3 billion on $58.7 billion of receipts,
while U.K.-controlled companies reported net income of
$3.6 billion on $101.4 billion of receipts. There was also
a substantial difference between the two countries in the
finance, insurance, and real estate industrial division.
Japanese-controlled corporations reported a net deficit of
$1.5 billion on $21.7 billion of receipts, while U.K.-
controlled companies reported net income of $1.4 billion
on $23.2 billion of receipts. For the wholesale trade area,
both Japanese- and U.K.-controlled companies reported
relatively small amounts of net deficits, but on very
different levels of receipts ($226.0 billion for Japan and
$40.8 billion for the United Kingdom).

Approximately 30 percent of all FCDC’s reported U.S.
income tax liabilities (i.e., total income tax after credits)
for 1992, up from 27 percent for 1991. These tax liabili-
ties totaled $7.1 billion, amounting to 0.6 percent of the
total receipts reported by these companies. By compari-
son, FCDC tax liabilities totaled $6.1 billion for 1991, 0.5
percent of total receipts. For 1992, the percentage of
FCDC’s that had a tax liability varied considerably among
countries, as well as between different industrial groups.
Companies controlled by persons from the United King-
dom reported the largest tax liabilities ($2.0 billion).
Based on industrial groupings, manufacturing companies
had the largest tax liabilities ($3.2 billion).

Size Characteristics

Data are presented for foreign-controlled domestic
corporations by size of total assets in Table 1. Fewer than
2 percent of the FCDC’s had assets of $250 million or
more, the largest size category shown in the table.
However, these 865 corporations accounted for 84 percent
of the assets of all FCDC'’s, as well as 72 percent of the
receipts and 70 percent of the total income tax after credits
of this group. Grouping returns by size of assets tends to
place proportionately more corporations classified under
finance, insurance, and real estate into the larger size
categories than if the size groupings were based on
receipts, for instance, which would place more wholesal-
ers in the larger size categories. (Data by size of total
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- .receipts.were = -

receipts are not available for 1992.) This is because
companies in finance, insurance, and real estate tend to
have large amounts of assets compared to their receipts,
while wholesalers tend to have just the opposite.

As shown in Table 1, a majority of the combinations of
size and selected industrial groupings had negative
amounts of net income (less deficit) for 1992. However,
the largest size group with $250 million or more of assets
reported positive amounts of net income (less deficit) for
all three industrial groupings, as follows: manufacturing,
$4.9 billion; finance, insurance, and real estate, $2.5
billion; and wholesale trade, $0.8 billion. The largest

B icompanies in all industries reported a combined $8.8

bllllon of positive profits, while all other FCDC’s reported
“a combined loss of $3.1 billion.

Regarding data by size of
total assets and other balance
sheet information, loans to
and from stockholders of
FCDC’s are particularly ~
noteworthy. The principal
stockholders of FCDC s are
forelgn ‘persons,” usually

foreign corporations. These

84 percent of the
FCDC assets and 72
percent of the

reported by the 865
corporations with
total assets of $250
million or more.

Whether domestic or foreign, income includes receipts
from sales and operations, as well as investment income.
Income is reported in a different manner for foreign
branches and foreign subsidiaries of domestic corpora-
tions. *Total receipts” shown in this article include the
receipts of foreign branch operations of U.S. companies.
Also included in these receipts are dividends remitted to
U.S. corporations from their foreign subsidiaries. Addi-

_ tionally, includable income from Controlled Foreign

Corporations and foreign dividend “gross-up” were
constructively received for U.S. income tax purposes. In
the statistics, these two items of constructive taxable
income from related foreign corporations are not included
in “Total receipts;” however, they are reflected in the data
for “Net income (less deficit).” _ ‘

The receipts and deductions shown in this article for
foreign-controlled domestic corporations do not include

" any amounts generated by their foreign parent companies.

However, FCDC’s could have had business transactions

— withtheir parent companies,-and FCDC receipts and -

deductions stemming from these transactio'ns are included
in the statistics [4].
Approximately 91 percent of the $1,185 bllllon of total

receipts reported by domestic corporations controlled by a

related compames ‘make loans to each other. For 1992,
FCDC’s had $54 billion of outstanding loans from
stockholders at the end of their accounting periods, and
$20 billion of outstanding loans made to their stockhold-
ers. One factor in the propensity of a FCDC to make or
receive loans to or from its stockholders may be the size
of the company. For instance, while the 865 largest
companies accounted for 84 percent of all of the assets
(and, thus, of liabilities plus net worth) of FCDC’s, they
accounted for 89 percent of the total FCDC loans to
stockholders, but only 56 percent of the loans from
stockholders. The largest companies, with total assets of
$250 million or more, tended to use loans from stock-
holders to a lesser extent in financing their assets than did
the smaller companies: 1.9 percent ($30 billion of loans

“from stockholders compared to $1,585 billion of total

assets) for the largest companies versus 7.9 percent ($24
billion of loans from stockholders compared to $298
billion of total assets) for the smaller companies.

- Receipts and Deductions

A domestic corporation, whether controlled by a foreign
person or not, could have business activities in foreign
countries as well as in the United States. The estimates
shown in this article include business activities in the
United States as well as certain foreign activities as
reported on tax returns of domestic corporations.

foreign person-consistéd of ‘“‘business receipts, ™ i.e.,
receipts from sales and operations. These same compa-
nies reported $1,180 billion of total deductions for 1992.
Cost of sales and operations was 67 percent of the

total [5].

It is noteworthy to look at the “gross profit margm” of
FCDC’s. Gross profit margin is defined as the difference
between business receipts and cost of sales and operations
(i.e., gross profit) as a percentage of business receipts.
The manufacturing and wholesale trade industrial group-
ings accounted for most of the reported amounts of busi-
ness receipts and cost of sales and operations: Manufac-
turers had substamlally higher gross profit margins than

did wholesalers, 31.2 percent as compared to 13.8 percent.

Both of these percentages are slightly higher than compa-
rable percentages for FCDC’s for 1991 (manufacturers,

- 30.5 percent; and wholesalers, 13.4 percent).

Total receipts less total deductions for FCDC'’s
amounted to a positive $5.0 billion for 1992, This is

. somewhat different from the $5.7 billion of net’income

(less deficit) reported by these companies. Total receipts
less total deductions includes all of the income “actually”
(as opposed to “constructively”) received.by corporations
and reported on tax returns. As differentiated from net
income (less deficit), total receipts less total deductions
includes nontaxable interest on State and local Govern-
ment obligations and excludes the two items of construc-
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tive taxable income from related foreign corporations
described herein. For 1992, FCDC'’s received $0.6 billion
of tax-exempt interest on State and local Government
obligations and $1.2 billion of constructive taxable in-
come.

Net Income (Less Deficit)

The previous section discussed the difference, for statisti-
cal purposes, between total receipts less total deductions
and net income (less deficit). It is also important to make
a distinction between (positive) net income and taxable
income (i.e., “Income subject to tax” shown in the
statistics). Because certain statutory special deductions,
including the “net operating loss” deduction, were allowed
most companies in computing their taxable income, the
statistics for net income are generally larger than the
amounts shown for taxable income.

Net income (less deficit) for foreign-controlled domes-
tic corporations was a positive $5.7 billion for 1992. This
was a substantial increase from the negative $4.9 billion
for 1991. Net income (less deficit) reported on all corpo-
ration income tax returns also increased between 1991 and
1992, from a positive $344.9 billion to $402.0 billion.

The increase in net income (less deficit) for 1992
occurred in all three of the principal industrial groups of
FCDC’s. Companies whose principal business activity
was in manufacturing reported $5.1 billion of positive net
income (less deficit) for 1992, a large rise from the $1.9
billion of income reported for 1991. The finance, insur-
ance, and real estate group also reported a net income
($0.4 billion) for 1992, as compared to the $1.6 billion
loss they had for 1991. Wholesalers reported a somewhat
similar increase between the 2 years, with net income
moving to $0.5 billion for 1992, from a net loss of $1.3
billion. Among the other industrial groups, the following
were the most significant changes in net income (less
deficit) between 1991 and 1992: retail trade, from a net
loss of $1.4 billion to (positive) net income of $0.8 billion;
and services, from a net loss of $2.5 billion to a smaller
net loss of $1.8 billion.

The $5.7 billion of net income
(less deficit) was the result of
19,304 corporations reporting
$32.0 billion of (positive)
profits and 30,639 companies
reporting $26.4 billion of defi-
cits [6]. Thus, fewer than 4 out
of every 10 (38.7 percent) domestic corporations with
foreign owners reported a (positive) profit for 1992. By
comparison, 53.3 percent of all corporations filing U.S.
income tax returns for the same year reported a profit. The
percentage of FCDC’s reporting a profit for 1992 was

Only 38.7 percent of
foreign-controlled

domestic corpora-
tions reported a
prefit for 1992,

actually somewhat less than the percentages for the 1984-
1991 period as a whole, which varied between 39.0
percent and 43.3 percent.

The percentage of companies reporting (positive)
profits varied among different industrial groups. About
half of the FCDC’s classified in manufacturing (51.1
percent) and in wholesale trade (44.6 percent) reported
profits for 1992. However, fewer than 3 out of every 10
(27.8 percent) companies classified in finance, insurance,
and real estate reported profits. Real estate companies
primarily accounted for this low percentage, with only
2,730 of the 11,005 returns classified in this industry
reporting profits (24.8 percent).

Over six out of every 10 FCDC’s reported a deficit for
1992. Collectively, these companies had $26.4 billion of
deficits, a decrease from the $30.5 billion of deficits
reported for 1991. Deficits could be carried back or
forward to other tax years, under prescribed rules, to
reduce the taxable income of those years (see “net operat-
ing loss deduction” in the Explanation of Selected Terms
section). When a company carried back a deficit to a
previous tax year, it could file either Form 1120X,
Amended U.S. Corporation Income Tax Return, or Form
1139, Corporation Application for Tentative Refund.
These forms are not included in the statistics for foreign-
controlled domestic corporations.

Taxes

For 1992, foreign-controlled domestic corporations
reported $24.1 billion of “income subject to tax” (or
taxable income, i.e., the base on which tax was computed,
for purposes of the statistics), resulting in nearly $8.1
billion of “regular” tax. The $8.9 billion of total income
tax before credits reported by FCDC’s consisted of the
regular tax plus the alternative minimum tax, the environ-

" mental tax, the Personal Holding Company tax, and the

tax from recapture of investment credits. The alternative
minimum tax was $0.7 billion for 1992. FCDC’s were
also subject to the tax from the recapture of low-income
housing credits. However, none of the sampled returns
for 1992 reported this tax.

The difference between the $32.0 billion of positive
profits (or net income) and $24.1 billion of income subject
to tax was the result of statutory special deductions.

These deductions were allowed most corporations in
computing their taxable income and included the deduc-
tion for “net operating losses” (NOL’s) from other years.
For 1992, the net operating loss deduction was $7.1
billion (up from the $4.7 billion for 1991) and accounted
for over 86 percent of the total statutory special deduc-
tions (the Explanation of Selected Terms section discusses
the net operating loss deduction). FCDC’s reduced their
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1992 net income by 22.3,percent using NOL's carried .
over from prior years. -

Tax credits totaling $1.8 billion reduced the U.S. tax
hablhty of foreign-controlled domestic corporations to
$7.1 billion for 1992. The largest credits claimed were

‘$1.2 billion of foreign tax credits and $0.2 billion each of

géne_ral business credits, research activities credits, and
U.S. possessions tax credits. Other credits included the
prior-year minimum tax credit, orphan drug credit, and the
nonconventional source fuel credit. The $7.1 billion of
total U.S. income tax after credits represents the tax
liability as originally reported by taxpayers. However, it
does not include any changes made by taxpayers through
amended returns or by the Internal Revenue Service as a

result of examination or enforcement activities.

Summary

Direct foreign investment in the United States through
FCDC’s grew rather slowly. for 1992. While total assets
reported on all U.S. corporation income tax returns

_ increased by 5.1 percent (using-current.dollars)-over-the——
prev1ous year,: -assets of domestic corporations controlled

.- by foreign persons. 1ncreased by only 3.1 percent [7]. As a
tesult thepercentage. of total corporate assets accounted_

for by FCDC’s dropped from 9.6 percent for 1991 to 9.4
percent for.1992._However, the share of-total- corporate - —

* receipts accounted for by FCDC’s did increase between

1991 and 1992, albeit modestly, from 10.0 to 10.1
percent. -
Two industrial groupings (manufacturing and wholesale

' trade) generated nearly three-fourths of the total receipts

of all FCDC’s. From a country perspective, domestic
corporations controlled by persons in Japan had total
receipts of $332 billion, 28 percent of the FCDC total.
The United Kingdom accounted for another $194 billion
of receipts, 16 percent of the total. -

The collective net income (less deficit) reported by .
foreign-controlled domestic corporations increased to-a
positive $5.7 billion, as compared to a negative $4.9
billion for 1991. This reflects both an-increase in (posi- -
tive) net income (from $25.6 billion to $32.0 billion) and a

" decrease in deficits (from $30.5 to $26.4 billion). Total

income tax-after credits moved in the same direction-as net

_income, increasing from $6.1 billion for 1991 to $7.1 -

billion for 1992. However, while net income rose 25
percent between the 2 years, total income tax after credits
rose only 16 percent. This difference is.in part explained
by the .50 percent increase in net operating loss deductions
claimed by FCDC'’s, from $4.7 billion to $7.1 billion.

The net operating loss deduction reduced the amount of
net income in deriving taxable income (i.e., income
subject to tax).

Explanation of Selected Tenns

The following are brief explanations of some of. the terms
used in this article. For more extensive definitions, see -
Statistics of Income—1992, Corporation Income Tax
Returns. '

Alternative Minimum Tax.—This tax was. desngned to
ensure that no taxpayer with substantial economic income
could avoid significant tax liability through a legitimate
use of exclusions, deductions and credits. It is included in
the statistics shown for-both total income tax before (and
after) credits. o

Attribution Rules.—In regard.to domestic corporations.

- that are 50 percent or more owned by one foreign “per- -

son,” these rules provide that an individual shall be con-.
sidered as owning the stock of-a corporation if it is owned,
directly or indirectly, by or for his or her family. The
family of an individual includes his or her spouse, broth- .

" ers and sisters, ancestors, and lineal descendants. For

more information on these rules, see section 267(c) of the
_ Internal Revenue Code. However, ifa cdrporatton s
“owned by two.or more unrelated persons, nelther of whlch
owned 50 percent or more of the corporat:on then that -
_corporation was excluded- from the FCDC- -statistics even -
.. though, together, these persons may ‘have met the 50- )
- _percent-or-more ownership criterion.___._. __ . . .
Business Receipts.—These receipts were, in general, the
gross operating receipts of the corporation reduced by the
cost of returned goods -and allowances. Some corpora-
tions reported sales and excise taxes as part of their gross
receipts from sales (and deducted these taxes as part of
“cost of sales and operations” or as “taxes paid”); others
reported their receipts after adjustment for these taxes.
Business receipts included rents reported as the principal
business income by real estate operators and certain
manufacturing, public utility, and service corporations. In
the finance, insurance, and real estate industries, business
receipts included such banking items as fees, commis-
sions, and service charges. Interest, the principal operat-
ing income of banking and savings institutions, was
excluded from business receipts and included in the

‘statistics for “interest received.” Also in the finance,

insurance, and real estate industries, premium income of
-'most insurance compames was included i in business
recelpts '

‘Foreign Person —A foreign person (or entity) is

‘defined as a person other than a U.S. person. A U.S.

person includes: (1) a citizen or resident of the United

 States, (2) a domestic partnership, (3) a domestic corpora-

tion, and (4) any estate or trust (other than a foreign estate
or trust). Section 7701 of the Internal Revenue Code
further defines the term, U.S. person.
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Net Income (or deficit).—This is the difference between
taxable receipts and the ordinary and necessary business
deductions allowed by the Internal Revenue Code. In this
article, it is also referred to as “profits.” It reflects not
only actual receipts, but “constructive” receipts as well,
i.e., certain income from Controlled Foreign Corporations
and from the foreign taxes deemed paid on foreign divi-
dends received. Tax-exempt interest on State and local
Government obligations is excluded from this item (but, it
is included in “total receipts”). Because certain statutory
special deductions, including the net operating loss deduc-
tion, were allowed most corporations in computing their
“taxable income” (or “income subject to tax”), the statis-
tics for net income are generally larger than the amounts
shown for “U.S. income subject to tax,” i.e., the base on
which the regular income tax was computed. See also the
discussion of the “net operating loss deduction.”

Net Operating Loss Deduction (NOLD).—A statutory
“net operating loss” (NOL) for a given tax year could be
carried back, in general, over a 3-year period to reduce the
taxable income of those years, and any amount of the
NOL not offset against income during that time could be
carried forward against income for a period not exceeding
15 years. The amount of the deduction included in the
statistics, however, consists only of losses from prior
years carried forward and actually used to reduce taxable
income for the current (1992) tax year. Losses incurred
after the 1992 Tax Year and carried back to that year at a
later date could not be reported on the tax returns used for
this article. Net operating losses on which the 1992
deduction was based include: (1) the excess of ordinary
and necessary business expenses over income for previous
loss years, and (2) statutory special deductions claimed for
a loss year for dividends received and for dividends paid
on certain preferred stock of public utilities (or any excess
of such deductions over net income).

Total Receipts.—This item includes all of the income
actually (as opposed to constructively) received by a
corporation and reported on an income tax return. It
includes gross taxable receipts, before the deduction of
cost of sales and operations and other ordinary and neces-
sary business expenses. It also includes tax-exempt
interest received from State and local Government obliga-
tions. A domestic corporation (i.e., one incorporated in
the United States), whether controlled by a foreign person
or not, could have business activities in a foreign country
as well as in the United States. Thus, total receipts may
include those from foreign branch operations of the U.S.
company. Also, the total receipts of a domestic corpora-
tion conducting business abroad through foreign subsid-
iaries may include dividends remitted from those subsid-

iaries. This term, however, excludes certain taxable
income from related foreign corporations that is only
constructively received by the domestic corporation.

Data Sources and Limitations

Sample

The statistics for domestic corporations controlled by a
foreign person are based on samples of corporation
income tax returns filed primarily on Form 1120 (U.S.
Corporation Income Tax Return). In addition, the 1992
statistics include data from the small numbers of other
FCDC returns filed on Forms 1120L (U.S. Life Insurance
Company Income Tax Return), 1120-RIC (U.S. Income
Tax Return for Regulated Investment Companies), 1120-
REIT (U.S. Income Tax Return for Real Estate Investment
Trusts), and 1120PC (U.S. Property and Casualty Insur-
ance Company Income Tax Return).

Form 1120 sampled returns were stratified based on the
size of total assets and the size of “proceeds” (which was
used as a measure of income and was the larger of the
absolute value of net income or deficit or the absolute
value of “cash flow,” i.e., net income plus depreciation
and depletion). Forms 1120L, 1120-RIC, 1120-REIT, and
1120PC were sampled based solely on the size of total
assets.

For 1992, the achieved sampling rates for Forms 1120
alone (the overwhelming majority of the returns used for
the sample) ranged from less than 1 percent to 100 per-
cent. In general, Form 1120 returns with assets of $50
million or more, or with “proceeds” of $10 million or
more, were selected for the study at the 100-percent rate.
For additional information on the sampling rates, see
Statistics of Income—1992, Corporation Income Tax
Returns.

Because the data presented are estimates based on
samples, they are subject to sampling error. To properly
use these data, the magnitude of the sampling error should
be known. Coefficients of variation (CV’s) are used to
measure that magnitude. CV’s for selected frequencies
and amounts by industry grouping are presented in Figure
B. For a general discussion of CV’s, see the appendix to
this publication. For a more detailed discussion of the
CV’s applicable to the corporation statistics, see Statistics
of Income—1992, Corporation Income Tax Returns.

Nonsampling Limitations

Most of the data in this article relate to Tax Year 1992,
which covers returns with accounting periods that ended
in a 12-month span beginning in July 1992 and ending in
June 1993. (The sampling frame for the 1992 statistics
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igure B

of Foreign-Controlled Domestic Corporations,
by Selected Industrial Grouping, Tax Year 1992

{Money amounts are in millions of dollars] =

. Foreign-Controlled Domestic Corporations, 1992

Coefficients of Variation (CV) for Selected Items ~

All returns Manufacturing
. Number Coefficients Number | Coefficients
ltem of retums | of variation | of returns | of variation
“or amount (percent) or amount (percent)
(&) (2) (3) (4
Number of retumns ... 49,943 5.35 5,573 12.01
Total assets............... 1,883,194 1.02 .| 600,338 2.34
Total receipts.. .. | 1,184,954 -0.95 484,561 1.44 .
Net income .............. 32,048 1.25 13,943 S 1s
Total income tax
after credits............ 7,101 - 122 ° 3,182 .2.08
’ Wholesale Finance, insurance
) . trade and real estate
" - iem =< " [ - Number - [ Coefficients |- -Number [ Coefficients
S of returns | of variation | -of returns | of variation
- or amount (percent) ‘or-amount (percent)
. - : (5) i 6). (4] (8)
Number of retums ... 12,053 .-.10.85 14,859 8.49
Total assets.... ..} 210382 | 208 | 845300 | "~ 142
" Total recéipts.. |- 393246 1.96° | 113,743 1.43
- Netincome ............... . 4,705 . 327 6,749 1.73
Total income tax- . o
after credits........... . 1,158 3.00 1,720 1.93

" -Each return-used for.the-statistics had an industry code

. reported or assigned during statistical-processing. This
code was used as a classifier of the returns. The industry
code represented the principal business activity (i.e.;.the
activity which accounted for the largest portion of total
receipts) of the corporation filing the return. However, a
given return may have been for a company engaged in-
several business activities or may have been a consoli-
dated return filed for an affiliated group of corporations
which conducted different business activities. To the
extent that some consolidated (and nonconsolidated)’
corporations were engaged in many types of busineés
activities, the data in this article are not entirely related to
the industrial activity under which they are shown.

" There isan additional limitation related to data pre-
sented by industrial classification. Companies that sell
similar products may not be classified in the same indus-
try. For instance, FCDC’s, which were primarily U.S.

~ distributors of products made in foreign countries by their

___parent or other related companies, were classifiedas_ _ _
wholesalérs. However, other domestic corporations that .-~ |-
. were also distributors and that were included in consoli-
dated returns covering the manufacture and distribution of |-

similar-products may have beenclassified as manufacturers.
“Each return used for the statistics also had a foreign_____

|- consisted.of tax-returns-which-posted-to-the IRS-Business—

Master File between July 1992 and June.1994.) Asa
result of the 12-month span for ending accounting periods,
the statistics shown in this article include income received
or expenses incurred during a 23-month span. For Tax
Year 1992, that span was from August 1991 through June
1993. Nevertheless, most of the income and expenses are,
in fact, associated with Calendar Year 1992.

Due to a change in the applicable tax return forms for
1992, returns were selected for this study based on taxpay-
ers’ responses to two questions that appeared on the
various types of Form 1120. The first question asked
whether any “foreign person” owned, directly or indi-
rectly, 25 percent or more of the filing corporation’s
voting stock at any time during the tax year. If this ques-
tion was answered “yes,” then a second question asked for
the percentage owned [8]. If the first question was an-
swered “yes,” and the second question was answered with
a percentage between 50 and 100, then the return was
included in the FCDC statistics [9, 10]. Taxpayers some-
times incorrectly answered these questions, or did not
answer them at all. However, prior to tabulation, corpora-
tions with large amounts of assets and with changes in
foreign ownership status between 1991 and 1992 were
researched and verified. These large corporations have a-
dominating effect on the estimates for balance sheet,
income statement, and tax items.

country code assigned during statistical processing which
identified the owner’s country. For individuals, it was the
owner’s country of residence. For all others, it was the
country in which the foreign entity was incorporated,
organized, created, or administered. The code was also
used as a classifier of the returns. To the extent that a
holding company or other affiliated entity was part of a
chain between a U.S. subsidiary company and the ultimate
parent, the data may not be entirely related to the foreign
country under which they are shown.

Notes and References
[1] Direct investment is different from portfolio
investment in that the latter exerts no control over
the management of the enterprise, except to the
extent, for example, of rights to vote periodically in
stockholder meetings of corporations. The portfolio
investor has a minimal interest in a company, and is
primarily seeking dividend payments, an increase in
the value of the shares of stock, or both.

[2] Sections 7701(a)(4) and (5) of the Internal Revenue
Code define a domestic corporation as one created
or organized in the United States or under the laws
of the United States or any State. A foreign

corporation is “one which is not domestic.”
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3]

(4]

(51

(6]

(7]

Beginning with Tax Year 1988, returns of Foreign
Sales Corporations and Interest-Charge Domestic
International Sales Corporations were not included
in the totals for all U.S. corporation income tax
returns. Previously, they were. Because these
returns accounted for such a small portion of the
total for most financial items, this change is not
considered to be significant in terms of year-to-year
comparisons.

For information on transactions between FCDC’s
and their related foreign persons, see “Transactions
Between Large Foreign-Owned Domestic Corpora-
tions and Related Foreign Persons, 1991,” Statistics
of Income Bulletin, Summer 1995, Volume 15,
Number 1, 1995.

For statistical processing purposes, certain items
(such as sales and certain excise taxes, depreciation,
depletion, amortization, advertising and interest
expenses) reported by taxpayers in cost of sales and
operations schedules were transferred to their
respective and separate deduction categories.

The 30,639 companies reporting a deficit may
include a small number of “breakeven” companies,
i.e., those whose receipts and deductions were
equal.

The 3.1 percent increase between 1991 and 1992 in
the assets of domestic corporations controlled by
foreign persons, as well as the 5.1 percent increase
for all corporations, may overstate the actual
“growth in investment.” Assets are generally
reported at book value on tax returns, i.e., at the
value at the time of acquisition. The book value of
newly acquired assets is generally greater than the
book value of similar assets they replaced. There-
fore, new corporations may tend to have a greater

(8]

9]

[10]

percentage of new assets with greater book values.
To the extent that new corporations comprised a
different portion of FCDC’s than they did for other
companies, the comparability of 3.1 percent to 5.1
percent (above) may be limited.

On Form 1120, Page 3, Schedule K, the actual
questions were: “(9) Did one foreign person at any
time during the tax year own, directly or indirectly,
at least 25% of: (a) the total voting power of all
classes of stock of the corporation entitled to vote,
or (b) the total value of all classes of stock of the
corporation?” and “(9a) If ‘Yes,’ see page 17 of
instructions and enter percentage owned.” In
addition, question (9b) asked for the owner’s
country. This information was used for the statistics
shown in Table 2.

Returns for this study may exclude certain domestic
companies that are effectively controlled by foreign
persons, such as public companies in which *“con-
trol” may be exercised with as little as 10 to 20
percent of the stock holdings.

Statistics of Income also tabulated statistics for

the domestic corporations with 25 to 49 percent
foreign owners. If a company was classified as an
FCDC, based on 50-percent-or-more foreign stock
ownership, then it was not included in the 25-to-49
percent foreign ownership category, even if it had an
unrelated foreign owner with 25 to 49 percent stock
ownership. For 1992, there were only 4,565 returns
which indicated a level of foreign ownership
between 25 and 49 percent. These companies
reported $75.4 billion of assets, $43.7 billion of
receipts, and $0.4 billion of total income tax after
credits. All of these amounts were extremely small
in comparison to data for the FCDC’s.
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Table 1. - Foreign-Controlled Domestlc Corporations: Selected Items,

and Size of Total Assets

[All figures are estimates based on samples -- money amounts are in millions of dollars)

by Selected Industrial Grouping

Selected industrial grouping

Number of

Total Loans to Loans from Net Total
and size of total assets retums assets stockholders - stockholders worth receipts
(1)) (2) (3) 4) (5) (6)

All Industries 49,943 1,883,194 20,440 53,503 431,524 1,184,954
Zero assets. 3,446 - - - - 6,079
$1 under $100,000... 12,633 | 366 7 347 -997 1,389
$100,000 under $250,000. 5,938 994 27 . 554 -3NH 2,429
$250,000 under $500,000.... 5,026 1,756 53 727 -51 2,692
$500,000 under $1,000,000.. 4,589 3,435 62 1,138 -2,138 4,832
$1,000,000 under $5,000,000. 9,631 21,983 180 3,956 3,319 27,901
$5,000,000 under $10,000,000. 2,625 18,658 62 2,399 3,158 24,558
$10,000,000 under $25,000,000 2,498 39,374 118 3,385 8,629 47,363
$25,000,000 under $50,000,000 1,181 41,525 285 2,698 . 10,740 46,528
$50,000,000 under $100,000,000... 812 57,810 317 3,561 15,809 62,819
$100,000,000 under $250,000,000. 700 112,018 1,095 4,780 32,270 104,231
$250,000,000-or more 865 1,585,275 18,235 29,958 361,177 854,134

Manufacturing 5,573 600,338 1,785 18,438 205,488 484,561
ZETO ASSES....o.vcivrerrericenrcet e eeee s esrnns - 81 ' -- -- - - 2,094

X . 1,127 27 - 22 -10 225
$100,000 under, $250,000. 70 15 5. - -17 35
$250,000 under $500,000. . 314 103 42 A6_.[ 46. | . 144
~'$500,000 under $1,000,00 414 - 323 ® 233 - -76 481
$1,000,000 under $5,000,000.. 1,291 3,048 9 373 422 4,854
$5,000,000 under $10,000,000 545 4,067 (&) 436 710 6,843
$10,000,000 under $25,000,000.. 585 9,430 16 582 1,951 12,782
$25,000,000 under $50,000,000.. 375 13,300 116 459 4,207 17,002
$50,000,000 under $100,000,000... 275 19,864 53 779 6,408 - 23,779
$100,000,000 under $250 000,000. 221 34,924 131 ... 1,283 11,860 _ 40,718 __ __.
T T$250,000,0000r more 274 515,237 1,413 14,253 179,986 . 375,603

‘Wholesale trade : 12,053 210,382 560 5,187 43,164 - 393,246 - -

Zero assets................... SO 614 -- - - - 2,519
"$1 under $100,000 ; : 3,266 108 5 84 -38 232 .

*.$100,000 under $250,000.. 1,325 241 1 100 -110 1,129.
$250,000 under. $500,000.. 1,271 427 1" 75 -17 1,461
$500,000 under $1,000,000 1,246 922 23 167 98 2,685
$1,000,000 under $5,000,000. 2,485 6,089 47 682 937 13,547
$5,000,000 under $10,000,000........ 602 4,184 " 16 180 184 11,752
$10,000;000 under $25,000,000 621 9,607 24 490 1,447 . 20,078
$25,000,000 under $50,000,000 258 8,763 17 336 1,552 18,854
$50,000,000 under $100,000,000.... 143 9,995 2 416 1,813 25,009
$100,000,000 under $250,000,000 115- 18,305 166 374 5,468 37,381
$250,000,000 or more 107 151,742 248 2,283 31,829 258,599

Finance, insurance, and real estate 14,859 845,300 . 17,386 20,417 - 108,976 113,743
Zero assets... 623 - -- - - - 448
$1 under $100,000 1,978 32 ® 67 -728 68

- $100,000 under $250,000. 1,872 296 - 80 66 48
$250,000 under $500,000.... 2,098 768 ® 277 168 281
$500,000 under $1,000,000 2,044 1,537 22 405 388 192
$1,000,000 under $5,000,000. . 3,411 7,472 65 1,714 1,869 1,522
$5,000,000 under $10,000,000.............. et 969 6,789 19 1,234 1,963 1,012
$10,000,000 under $25,000,000 . 764. 12,124 65 1,392 3,940 2,497
$25,000,000 under $50,000,000 327 . 11,808 122 1,220 3,141 2,042
$50,000,000 under $100,000,000 236 16,447 224 1,700 4,490 3,138
$100,000,000 under $250,000,000 206 33,081 692 1,789 7.576 5,534
$250,000,000 or more 333 754,945 16,177 10,536 86,103 96,962
Footnotes at end of table.
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Table 1. -- Foreign-Controlled Domestic Corporations: Selected items, by Selected Industrial Grouping
and Size of Total Assets -- Continued

[AR figures are estimates based on samples — money amounts are in millions of dollars]

Cost Net
Selected industrial grouping Business Interest Total of sales Interest income
and size of total assets receipts received 3 deductions and paid (less
operations deficit)
7 (8) (9) (19) (11) (12)

All industries ' 1,081,026 58,158 1,179,909 787,778 61,484 5,689
Zero assets. 5,271 150 6,292 3,986 274 -214
$1 under $100,000. 1,233 31 1,681 755 44 -292
$100,000 under $250,000...........ccoccevirrreerervenirnns 2,335 10 2,555 1,470 33 -126
$250,000 under $500,000 2,571 12 2,870 1,547 39 -163
$500,000 under $1,000,000 . 4,554 26 5,332 3,233 126 -501
$1,000,000 under $5,000,000 26,801 246 28,825 18,712 635 -924
$5,000,000 under $10,000,000. 23,733 123 25,103 17,642 503 -547
$10,000,000 under $25,000,000.. 44 041 339 46,716 33,111 1,111 649
$25,000,000 under $50,000,000..... 44 415 704 47,044 34,473 1,181 -516
$50,000,000 under $100,000,000....... 60,148 833 63,237 47,636 1,497 -405
$100,000,000 under $250,000,000. 98,292 2,253 104,402 74,971 3,413 -101
$250,000,000 OF MOTE.......cccrvevecererrrnnne 767,631 53,431 845,853 550,242 52,628 8,827

Manufacturing 461,250 8,071 480,005 317,499 19,577 5,105
ZET0 ASSBIS......ceeeeeeirreeeeecstir et 2,044 18 2,093 1,331 99 1
$1 under $100.000......... 222 ? 258 164 ® -33
$100,000 under $250,000.. 16 1 31 8 1 5
$250,000 under $500,000.. 127 1 182 112 ® -38
$500,000 under $1,000,000.. 477 1 519 307 8 -38
$1,000,000 under $5,000,000.. 4,685 13 5,127 3,341 73 -273
$5,000,000 under $10,000,000...........covreeerrirrans 6,714 16 6,899 4,944 122 -57
$10,000,000 under $25,000,000.. . 12,525 37 12,950 9,260 260 -167
$25,000,000 under $50,000,000..... . 16,526 137 16,882 12,591 357 120
$50,000,000 under $100,000,000... 23,129 161 23,745 17,990 521 35
$100,000,000 under $250,000,000. . 39,358 342 40,138 29,407 998 620
$250,000,000 OF MOTE.........corermimueiririnenrienianienns 355,427 7,343 371,182 238,043 17,138 4,928

Wholesale trade. 382,188 4,069 393,089 329,486 6,974 502
ZEr0 ASSELS.....ccerrireecerei et et eceeer et 2,414 15 2,538 2,082 28 -19
$1 under $100,000. 212 1 327 157 (2 -95
$100,000 under $250,000.........cccoocecccmrmrercrrren 1,122 (3 1,172 920 5 -43
$250,000 under $500,000.........c.occcermvmvicericnnenns 1,449 1 1,493 1,084 14 -33
$500,000 under $1,000,000.. . 2,621 6 2,645 2,125 8 40
$1,000,000 under $5,000,000..........cceeeenrericcnrenns 13,348 31 13,678 10,752 122 -131
$5,000,000 under $10,000,000...........ocoreeerruenrnee 11,620 26 11,811 10,139 93 -59
$10,000,000 under $25,000,000.. 19,728 56 20,002 16,184 218 76
$25,000,000 under $50,000,000.. 18,597 60 18,936 15,953 212 -79
$50,000,000 under $100,000,000... 24,694 86 24,975 21,645 260 34
$100,000,000 under $250,000,000. . 36,790 179 37,334 31,278 443 48
$250,000,000 OF MOTE......c.vevrerrrincrienicneninrererencens 249,592 3,608 258,177 217,168 5,570 764

Finance, Insurance, and real estate...........c..oeecue. 58,880 41,511 112,993 24,388 27,303 369
ZEr0 @SSOLS. ... vureerenriae it 206 99 567 146 109 -120
$1 under $100,000...... 7 25 197 3 35 -129
$100,000 under $250,000..........ccoueeeuimenmnersiereens 8 7 63 - 6 -15
$250,000 under $500,000..... . 221 5 332 54 16 -35
$500,000 under $1,000,000.. 96 14 232 35 34 -40
$1,000,000 under $5,000,000.. 1,111 134 1,755 688 288 -233
$5,000,000 under $10,000,000.... . . 642 59 1,313 194 199 -303
$10,000,000 under $25,000,000 1,892 167 2,859 1,169 346 -362
$25,000,000 under $50,000,000............c.cocevuenrnne 1,140 430 2,280 497 426 -242
$50,000,000 under $100,000,000..............ccorveuene 2,158 455 3,359 1,366 428 -207
$100,000,000 under $250,000,000....................... 3,427 1,296 6,038 1,927 1,107 -480
$250,000,000 Or MOTe........cconurnnee 47,971 38,820 93,998 18,310 24,308 2,535

Footnotes at end of table.

135



Foreign-Controlled Domestic Corporations, 1992 - L e B
Table 1. -- Forelgn-ControI led Domestic Corporatlons. Selected items, by Selected lndustrial Grouplng
and Size of Total Assets - Contlnued T
(All figures are estimates based on samples - money amounts are in millions of dollars] . .
: . h o : Statutory special deductions __| Income . Total income tax
’ Selected industrial grouping . Net = | © - Net subject . R
.andsize oftotal.assets .:- - - .| .- income ~ -~ Total - . operatingloss |- ~..to’ : Before After
. . L A deduction tax credits credits
_ -. T (13 |- (19 (15) ) | (7 (18)
All Industries '....... - 32,048 | . 8,262 B A K Y 4 24,093 8,895 7,101
Zero assets....... reeveeeae e, o 366 | - 266 . 257 . 102 38 36
$1 under $100,000....... . R 115 49 49 66 © 18 18
$100,000 under $250,000 73 46 B 46 Co- 28 ' 6 6
$250,000 under $500,000...............cc........ cedeeineenee B . 73 ' 16 14 o - 59 - 14 . 9
$500,000 under $1,000,000 . ) 270 ’ 83 83 186 56 56
$1,000,000 under $5,000,000 . ! 838 272 266 571 ’ 186 181
$5,000,000 under $10,000,000... 6127 177 165 442 151 147
$10,000,000 under $25,000,000. 2,720 . 1,789 1,764 932 361 343
$25,000,000 under $50,000,000.... 1,420 . 339 - 313 1,086 380 350
$50,000,000 under $100,000,000.. . 1,620 489 449 1,136 419 382
$100,000,000 under $250,000,000............ccceernes 2,762 609 |. . 559 2,166 785 ' 632
$250,000,000 0F MOTe.......ccooveeverrirreclenrrrinarennes 21,180 ) 4,128 3,171 17,318 6,481 4,943
Manufacturing .. 13,943 2,883 . 2,228 11,167 . 4,034 3,182
Zero assets......... e et ae e e st san s s snn e e aaens 56 14 10 45 18 : 17
$1 under $100,000.........oenvveeeceereeeereereeere e 1 1 1 @ ® @
$100,000 under $250,000. . 17 9 9 8 3 ’ 3
$250,000 under $500,000.... 8 - B - 8 4
— -~ — |~ 7 $500,000 under $1,000,000. - 15 15 13 3 "3
$1.,000,000 under $5,000,000..... 198 76 73 125 42 39
$5,000,000 under $10,000,000... 227 : 70 64 ©162 57 T 54
$10,000,000 under $25,000,000 440 130 129 309 12 T 101
$25,000,000 under $50,000,000............ccccovernee 722 174 163 551 190 172
$50,000,000 under $100,000,000.. . 738 206 190 ' 533 200 - 181
$100,000,000 under $250,000,000 1476 | 278 .29 | veo1_|__ 428} _ 318
- —=—|~ '$250,000,000 or more~.. . 90,033 | 1,909 1,305 8,210 2,980 T 2,291
Wholesale trade 4,705 879 819 3,855 1,496 1,158
Zero assets........... . 58 41 41 17 6 5
$1 under $100,000............cccoerevcernanne 2 - - 2 (3 ?
$100,000 under $250, y 4 - - 4 1 1
$250,000 under $500,000 21 8 8 13 2 ) 2
$500,000 under $1,000,000 117 27 27 90 28 28
$1,000,000 under $5,000,000. 226 54 : 54 172 52 52
$5,000,000 under $10,000,000... 174 : 56 . 55 119 40 40
$10,000,000 under $25,000,000.... : 455 134 131 321 111 108
$25,000,000 under $50,000,000 . 336 67 63 R 270 93 88
$50,000,000 under $100,000,000.. . ) 350 . 100 99 250 88 ' 84
$100000000under$250000000 - 461 - 118 . - 101 345 : 123 T 108
$250,000,000 or more..... e .. 2,501 . 274 o 240 2,252 952 : 641
Finance, insurance, and real emte.......:.; ........... . 6,749 1,782 1,422 5,130 1,857 . 1,720
Zero assets - 101 - 65 . 60 37 o 13 | 1
$1 under $100,000 fecerrerennanasedens : 27 7 7 20 7 7
$100,000 under $250,000 . 29 20 20 9 2 2
$250,000 under $500,000 22 |- 4 4 18 6 1
$500,000 under $1,000,000 46 8 8 k'] 11 1
$1,000,000 under $5,000,000.............ccceverrernienne 121 -61 60 61 18 18
$5,000,000 under $10,000,000. - 105 23 21 82 28 28
$10,000,000 under $25,000,000. . 122 . 52 35 71 27 26
$25,000,000 under $50,000,000 155 61 54 . 95 35 33
$50,000,000 under $100,000,000 . 309 102 80 210 75 66
$100,000,000 under $250,000,000 322 66 52 263 . 93 77
$250,000,000 or more 5,389 1,314 1,022 4,225 1,543 1,440
1 Includes industrial groups not specifically listed below.
2 Less than $500,000.
3 Exdludes interest received from tax-exempt State or local Government obligations.
NOTES: In general, the “zero assets" size grouping includes final returns of fiquidating or dissolving corporations which had disposed of all assets, final retumns of merging corporatmns
whose assets wers reported in the retums of the acquiring corporations,.and part-year retums of corporations (except initial retumns of newly incorporated businesses). Detail may not
add to totals because of rounding.
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Foreign-Controlled Domestic Corporations, 1992

Table 2. -- Foreign-Controlled Domestic Corporations: Selected ltems, by Selected Industrial Grouping

and Selected Country

[All figures are estimates based on samples -- money amounts are in millions of dollars]

Number of returns

Selected industrial grouping With With total Total Loans to Loans from
and selected country Total net income tax assets stockholders stockholders
income “after credits
(1 2) _(3) (4) (5) (6)

All industries - 49,943 19,304 15,124 1,863,194 20,440 53,503
Australia 478 277 253 58,427 122 711
Belgium 559 104 56 19,357 *) *74
Bermuda. 129 91 91 10,866 ‘63 *454
Canada. 9,149 3,542 3,074 172,183 810 6,086
France 2,275 1,219 1,140 97,494 4,114 2,634
Germany. 3,979 1,487 1,199 128,331 222 1,955
Japan. 6,431 1,965 1,719 520,816 682 15,203
Netherlands. 1,994 739 511 300,314 1,921 4,560
Netherlands Antilles 825 175 144 11,564 7 514
South Korea 257 118 87 7.695 - *42
Sweden. 803 115 95 21,664 2,081 590
Switzerland 1,610 456 370 88,871 107 2,636
United Kingdom. 4,428 2,309 1,842 301,960 7,719 11,869

Manufacturing 2 5,573 2,850 2,476 600,338 1,785 18,438
Australia 64 44 47 44,599 17 *457
Belgium *16 ‘13 *14 *7.669 - *43
Bermuda *19 *16 *16 6,889 - *35
Canada. 1,025 677 635 53,618 390 2131
France. 221 121 119 44,990 *319 1,730
Germany. 512 316 305 48,208 ‘141 647
Japan 912 351 349 56,273 15 1,272
Netherlands. 195 73 76 132,837 *339 1,230
Netherlands Antilles 63 *25 *24 1,472 - *41
South Korea 72 ‘22 ‘3 891 - ‘5
Sweden 86 45 45 9,766 *57 *409
Switzerland 275 162 131 40,571 11 1,982
United Kingdom 785 487 463 120,153 479 6,931

Wholesale trade 2 12,053 5,378 4,405 210,382 560 5,187
Australia. *30 *28 *28 *1,349 *44 *13
Belgium 68 ‘66 17 592 - --
Bermuda *27 *24 *24 *776 - *2
Canada 1,754 537 517 4,810 *55 127
France 851 468 461 5,197 *37 *150
Germany... 939 363 300 22,103 *23 899
Japan 1,684 843 711 123,112 219 1,495
Netherlands......... 879 244 244 10,497 *20 354
Netherlands Antilles *29 *18 *18 *367 -- -
South Korea... 136 69 58 5,520 -- *38
SWEAEN........ecccierreereeetarnrestessreenees 69 33 35 3,522 - ‘98
Switzerland. 404 163 134 2,960 *95 219
United Kingdom........cconmvieneneenvenirnnnee 775 405 345 14,021 ‘6 1,157

Finance, insurance, and real estate “.................. 14,859 4,129 3,044 845,300 17,386 20,417
Australia..... 288 169 160 4,127 *37 *41
Belgium. 28 1 1 4,822 -- *12
Bermuda.......o.cccovrviermruenncrcrcssenerinns 70 45 45 1,513 ‘) *18

3,167 826 635 90,209 241 2,607

394 106 57 33,775 *3,670 372

1,354 566 501 44,920 6 168

1,880 511 397 289,434 426 9,995

510 123 94 129,167 *1,537 1,821

687 95 64 5,694 *4 441

*14 10 9 *1,166 - -

120 *26 3 7,280 *2,024 *59

SWIHZEMANG.....vovecereceireer et 219 35 34 41,513 ) *100
United Kingdom..... 970 172 154 118,730 7,136 1,871

Footnotes at end of table.

137



138

Foreign-Controlled Domestic Corporations, 1992

Table 2, - Foreign-Controlled Domestic Corporations: Selected Items, by Selected Industrlal Grouping
and Selected Country — Continued
[All figures are estimates based on samples ~ money amounts are in millions of dollars}

Cost Net
Selected industrial grouping Net Total Business Total of sales income
- and selected country worth receipts receipts deductions and (less
operations deficit)
HUN __(8) (8) (10) (11) (12) -
All industries .\ 431,524 1,184,954 1,081,026 1,179,909 787,778 5,689
Australia 25,823 20,207 18,079 19,846 12,566 373
Belgium 6,657 16,196 15,401 15,747 11,603 461
Bermuda. 1,941 10,700 10177 10,965 - 7,301 -264 |
Canada 37,720 91,834 . 79,045 89,905 51,054 1,958
France. 24,899 58,248 53,939 58,557 39,172 -208
Germany. 37,953 107,282 100,348 105,470 71,638 1,801
Japan 83,548 331,991 305,191 336,216 253,565 -4,185
Netherlands 93,888 155,880 137,817 154,331 97,537 1,850
Netherands Antilles 3,444 7.101 6,460 AL} 3,693 -47
South Korea. -195 9,922 9,575 10,085 8,639 ~164
Sweden 5,722 22,333 20,929 22,199 15,201 210
Switzerland 15,776 52,249 48,521 51,588 25,832 652
United Kingdom 69,775 193,733 - 176,408 188,514 112,744 5,323
Manufacturing 2 205,488 484,561 461,250 480,005 317,499 © 5,105
Australia. 20,134 14,031 12,580 13,979 8,958 -57
Belgium *2,450. *5,006 *4,805 *5,189 *3,634 *-182
Bermuda - *759 ‘6,241 - *5,877 6,258 . ."3803 | *15.
__Canada ) 21071 _ | - — 45126 —| ——43,082—| ———-44514—|-——31,289 |~ —— 704 —
France.. 14,867 : 35,798 34,198 35,590 24,106 288
Germany... 19,428 48,158 . 45,956 47,342 31,216 893
Japan 17,202 58,740 6§7.140° 60,064 45,996 -1,285
Netherlands 65,289 86,165 - 81,678 85,751 - 60,374 503 - -
Netheriands Antilles 433 1,461 1414 1411 . 847. 52
South Korea -242 1,637 1,625 1,727 |. 1,498 90
__Sweden.... 43628 |} _ . 12701 ]-.— 12,364 |- 12,57 e e -8,926 —- - 193 =
Switzerland 8,509 35,828 . 34,251 35,051 16,511 777
United Kingdom, 24,136 101,448 95,481 97,919 57,364 3,624
Wholesale trade 2 43,164 393,246 382,188 393,089 329,486 502
Australia 3 774 *1,443 -¥1,426 - *1,450 *1,181 -7
Belgium 382 1,314 *1,275 1,285 *1,203 29 .
Bermuda........ *257 *1,912 - *1,896 “1,900 *1,437 11
Canada 1,308 7,563 7,386 7,565 5,989 -870
" France. 1,886 9,055 8,834 8,949 7,309 110
Germany. 5,762 31,327 29,722 31,226 24,108 109
Japan........... 23,993 225,964 220,005 226,271 191,835 -296
Netherlands 1,732 20,965 19,943 20,455 16,602 - 815
Netherlands Antilles *113 *506 *495 *520 *391 *-14
South Korea -14 7,761 7.510 7,804 6,814 -44
Sweden 837 5,994 5,618 5,982 4353 26
Switzerland....... 663 6,455 6,301 . 6,392 5,067 62
United Kingdom - 3,145 40,801 40,218 40,811 35,871 -6
Finance, insurance, and real estate 2.. 108,976 113,743 58,880 112,993 24,388 369
Australia. 423 436 *125 436 77 -2
Belgium.. 281 196 *25 212 '8 -16
Bermuda...........ccccviinnernceenneene 512 217 141 240 *104 -24
Canada 11,598 16,104 - 8,822 16,090 3,043 -47
FrANCE......eveieeeireeirrerniecssinrerevennesvensarinssesrenes 2,702 4,111 2,635 4,060 2,228 45
GEIMEANY.....ccoimmieniinrisinresis it sensbereeas 9,085 8,899 6,449 8,313 3,163 490
Japan......... 26,744 21,683 4,744 23,112 1,565 -1,469
Netherands... 19,012 22,435 12,109 21,636 4,961 696
Netherlands Antilles. 1,635 551 264 624 *70 -72
South Korea *123 *112 *35 “119 I 7
Sweden 1,054 1,886 1,328 1,908 - ‘897 27
Switzerland 6,297 5,824 4,079 5,814 ° *2,191 1
United Kingdom 23,244 14,643 21,755 4,676 1,442

19,463 .

Footnotes at end of table.




Foreign-Controlled Domestic Corporations, 1992

Table 2. - Foreign-Controlled Domestic Corporations: Selected items, by Selected Industrial Grouping

and Selected Country -- Continued

[All figures are estimates based on samples -- money amounts are in millions of dollars]

Statutory special deductions Income Total income tax
Selected industrial grouping Net Net subject
and selected country income Total operating loss to Before After
deduction tax credits credits
(13) (14) (15) {16) (17) (18)
All industries ', 32,048 8,262 7,137 24,093 8,895 7,101
Australia 702 222 220 481 182 98
Belgium 709 39 *27 670 239 113
BEIMUOA......c.coverereeerrrrreereeeresmsasssnsnssaosasens 174 47 45 128 46 20
CANAGA.......ceeveeeerrrereeeneneresistsrenrsnsasessanans 4,576 2,341 2,029 2,257 850 715
France 1,471 386 314 1,145 427 307
Germany 3,002 869 785 2,156 841 692
JAPAN....co et eseerenr et 4,061 847 763 3,259 1,304 1,201
Netherlands 4,595 904 666 3,736 1,356 892
Netherlands Antilles.........coocovirvinnncinncnes 237 64 64 172 60 54
South Korea 72 12 9 60 20 20
Sweden.... 546 84 71 468 174 86
Switzerland. 1,460 242 190 1,283 462 409
United Kingdom 8,094 1,541 1,332 6,585 2,337 2,045
Manufacturing 2 13,943 2,883 2,228 1,167 4,034 3,182
Australia 175 38 36 *139 56 50
Belgium *3 "3 *2 ) 7 7
Bermuda *109 *19 *19 *90 *32 6
Canada 1,599 415 174 1,192 427 310
France 843 206 147 693 261 181
Germany. 1,679 530 463 1,171 424 318
Japan 1,029 266 248 775 279 250
Netherlands 1,710 515 395 1,201 458 309
Netherlands Antilles. *103 *1 *1 *102 -*35 *30
South Korea *6 ‘6 6 - *() ()
Sweden 345 54 48 294 109 37
Switzerland. 1,197 92 79 1,107 395 343
United Kingdom 4,515 536 412 3,977 1,392 1,209
Wholesale trade 2 4,705 879 819 3,855 1,496 1,158
Australia... “19 3 *3 *15 *5 *5
BelgiM....c.ccomrmveinnrnaeaeees *31 *23 *14 '8 *3 *3
Bermuda... *29 2 *2 *27 *9 ‘9
Canada......... 142 33 33 109 36 36
France 200 31 26 170 58 51
GEIMANY..c..ccrierrmrremsnrnsnasecrmsnsasns 373 115 114 258 139 134
Japan........ 1,622 321 301 1,325 579 558
Netherlands............... 1,128 84 7 1,045 357 87
Netherlands Antilles.. *10 "1 "1 '8 *3 *3
South Korea.............. 41 *6 *3 35 12 11
Sweden... 94 *5 2 90 36 21
Switzerland..........c.oovrne 131 50 49 81 28 28
United Kingdom............cccoeceunne 400 53 51 349 121 114
Finance, insurance, and real estate 2... 6,749 1,782 1,422 5,130 1,857 1,720
AUSHANA. ....ceeerereieeecererrisiirenenenns 68 *9 ‘9 *59 20 20
Belgium.......oovmrrncanarerennes 9 2 *2 7 2 *2
Bermuda.. 18 *9 ‘8 *9 4 4
(0721, 7V - SO UON . 757 291 229 479 176 165
FLANCE. ... vieviirveesterienrnreesreeisssnssnsssanssssssaosens 206 65 60 144 50 18
542 215 200 328 134 109
1,082 204 159 888 KZ3| 303
1,280 163 70 1,165 410 404
Netherlands Antilles. 57 4 *4 53 18 17
SOULh KOT@A.....ecveeeririiieie s s ‘4 | *1 *4 “1 4
SWEABN......ecviveeeererereereenisresssssasssrsansenios *59 *22 *18 *41 *14 *14
Switzerland...... . . 102 78 *40 88 32 31
United KinGAOM........ccerverrrerrenriirracensissennsens 2,099 623 550 1,505 533 527

~ Estimate should be used with caution because of the small number of sample returns on which it is based.

' Indludes industrial groups not specifically listed below.
2 Includes countries not specifically listed below.
3 Less than $500,000.

NOTE: This table presents separate data for the 13 largest countries, based on total receipts

location of the owner's country of residence, incorporation, organization, creation, or administration, as reported on returns of foreign

(column B) for 1992, at the all industries level. Country information is based on the

-controlled domestic corporations.
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